
STATE

STATE

OJ' NEW YORK

TN( COMI{ISSION

In the Matten of the Petition
of

Quantun Conputer Services, Inc.

for Redeteruination of a Deficiency or a Revision
of a Deternination or a Refund of Corporation
Franehise Tax under Article 9A of the Tax Law for
the Year 1975.

That deponent furthef says that the said
herein and that the address set forth on said
of the petit ioner.

firIDAVIT Otr'I{AII.ING

State of New York
County of Albany

_ Connie Hagelund, being duly sworn, deposes and says that she is an
employee of the Department of Taxation and Finance, over 18 years of age, and
that on the 9th day of September, 1983, she served the wi.thin notice of
Decision by certified nail upon Quantun Computer Services, Inc., the petitioner
in the within proceeding, by eoclosing a true copy thereof in a securbly sealed
postpaid wrapper addressed as fol lows:

Quantum Computer Services, Inc.
54 University Place
New York, NY 10003

and by depositing sane enclosed in a postpaid properly addressed wrapper in a
(pos-t office or official depository) under the exclusive care and custody of
the United States Postal Service within the State of New York.

addressee is the petitioner
wrapper is the last known address

Sworn to before ne this
9th day of September, 1983.
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STATE 0F l\fEhl Y0RK

STATE TA( COI{MISSION

In the Matter of the Petition
o f

Quantum Computer Services, Inc.

for Redetermination of a Deficiency or a Revision
of a Determination or a Refund of Corporation
Franchise Tax under Article 9A of the Tax law for
the Year L975.

AtrT'IDAVIT OT MAITING

State of New York
County of Albany

Connie Hagelund, being duly sworn, deposes and says that she is an
employee of the Department of Taxation and Finance, over 18 years of age, and
that on the 9th day of September, 1983, she served the within notice of
Decision by certified mail upon Jon Enanuel the representative of the
petitioner in the within proceeding, by enclosing a true copy thereof in a
securely sealed postpaid wrapper addresged as fol lows:

Jon Emanuel
Enanuel & Euranuel
170 Broadway
New York, Nf 10038

and by depositing sane enclosed in a postpaid properly addressed wrapper in a
(post office or official depository) under the- exllusive care and cuilody of
the United States Postal Service within the State of New York.

That deponent further says that the said addressee is the representative
of the petitioner herein and that the address set forth on said wrapper is the
last known address of the representative of the petitioner.

Sworn to before ne this
day of September, 1983.

AD}JtII'IISTER
rO TAX ]JAW



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY, NEW YORK 12227

September 9, 1983

Quantum Computer Services, Inc.
64 University Place
New York, NY 10003

Gentlenen:

Please take notice of the Decision of the State Tax Cornnission enclosed
herewith.

You have now exhausted your right of review at the adninistrative level.
Pursuant to section(s) 1090 of the Tax Law, any proceeding in court to review
an adverse decision by the State Tax Comnission can only be instituted under
Article 78 of the Civil Practice Law and Ru1es, and must be conmenced in the
Suprene Court of the State of New York, Albany County, within 4 months from the
date of this notice.

Inquiries concerning the conputation of tax due or refund allowed in accordance
with this decision may be addressed to:

NYS Dept. Taxation and Finance
Law Bureau - litigation Unit
Building lf9 State Canpus
Albaoy, New York 12227
Phone l/ (518) 457-2070

Very truly yours,

STATE TAX CO}IMISSIOI{

Petitioner' s Representative
Jon Emanuel
Emanuel & Emanuel
170 Broadway
New York, NY 10038
Taxing Bureaut s Representative



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petition

o f

QUANTUM CoMPUTER SERVTCES, INC.

for Redeterminat ion of a Def ic iency or for
Refund of Corporation Franchise Tax under
Art ic le 9-A of the Tax law for the Fiscal Year
Ended June 30 ,  L975.

DECISION

Peti t ioner,  Quantum Computer Services, Inc.,  64 Universi ty Place, New

York, New York 10003, filed a petition for redetermination of a deficiency or

for refund of corporation franchise tax under Article 9-A of the Tax Law for

the f iscal  year ended June 30, 1975 (Fi le No. 20382).

A formal hearing was held before Melvin S. Barasch, Hearing 0ff icer,  at

the offices of the State Tax Cornmission, Two trlorld Trade Center, New York, New

York, on June 18, 1979 aL 1:30 P.M. Pet i t ioner appeared by i ts President,

Paul E. McArdle. The Audit  Divis ion appeared by Peter Crotty,  Esq. (Al iza

Schwadron,  Esq. ,  o f  counse l ) .

ISSI]E

Whether petitioner is engaged in the production of goods by manufacturing,

processing, etc. ,  so that machinery i t  bought for use in such product ion may

qual i fy for the investment tax credit  set forth in sect ion 210(12)(b) of the

Tax law.

FINDINGS OF FACT

1 .  0 n

(Quantum),

(Form CT-3)

included a

December 11, I975, pet i t ioner,  Quantum Computer Services, Inc.

filed a New York State Corporation Franchise Tax Report Article 9-A

for the period July 1, 7974 through June 30, 1975. This Report

claim for an investment tax credit  in the amount of $314.00.
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2. The Audit Division issued petitioner a Statement of Audit Adjustment

on November 12, 1976, denying the above claim for investment tax credit and

reading in pert inent part :

"The items (sic) on which you clained a credit do not qualify as
you are not engaged in the production of goods by manufacturing
them.  t t

Following this StatemenL of Audit Adjustment was a Notice of Deficiency, issued

to pet i t ioner on Jvne 22, 1977.

3. Quantum is a New York corporation doing business at 64 University

Place, New York, New York, and reporting taxes based on a fiscal year ending on

June 30.

4. Quantum is in the business of providing pr inted statements, ledgers,

invoices, payrol l  checks, etc. ,  pr imari ly for customers involved in the off ice

temporary services and home care (visiting nurses) industries. Quantum provides

computer services for customers who do not have their own computer equipment.

5. Quantum's urethod of operat ion is to receive data, such as t ine cards

and other payroll informati-on, from its customers. This data is introduced

into Quantum's computers by the use of "kelryunch" machines and "readingtt

machines. Employees using the rtke54runchtt machines encode data on cards or

nagnetic tapes, and the trreadingtt machines feed the data encoded on these cards

and tapes into the computers. The computers then organize, manipulate and

compile this information into the form needed by the customer and cause this

organized information to be printed out by a printing nachine.

6. Quantum bases its claim for investment tax credit on the purchase of

a t'kelryunch'r machine for use in its business. This machine, known technically

as an I ' interpreter data recordert t ,  rdas purchased by pet i t ioner on November 11,
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1974 at a cost of  $15r7L6.00, and assertedly has a useful  l i fe ( for depreciat ion

purposes)  o f  ten  ( t0 )  years .

7. Pet i t ioner contends i ts business is to process, ref ine, nanufacture

and assemble its customers' raw data into a finished product, to wit, a payroll

check or other printed statement. Petitioner asserts that the ilkeypunchtt

machine plays an integral role in its business, inasmuch as the data could not

be introduced into the conputers without the "ke5punch" machine. Petitioner

does not provide a ttkelryuncht' service separately to its 
'customers, 

but rather

uses the 'fkelryunchtt machines as a step toward entering customersr data into the

computers.

8. The Audit  Divis ion contends, by contrast,  that pet i t ioner provides a

service of compiling or organizing and printing data, but is not engaged in the

product ion of a manufactured product.

CONCLUSIONS OF LAI,/

A. That section 209 of the Tax Law imposes a franchise tax on domestic

and foreign corporat ions, with certain except ions, based on ' r . . . the pr iv i lege

of exercising i ts franchise or doing business in this state in a corporate or

organ ized capac i ty .  .  . t ' .

B. That sect ion 210(12)(b) of the Tax Law pertains to the franchise tax

imposed by sect ion 209 (above),  and in pert inent part  provides: " [a]  credit

shal l  be al lowed.. .with respect to tangible personal property and other tangible

property. . .pr incipal ly used by the taxpayer in the product ion of goods by

manufactur ing, processing, assembli .+g, ref i -ningr.  .  . ' r  (emphasis added).

C.  That  sec t ion  210(12) (b)  o f  the  Tax  law a lso  prov ides :

"For purposes of this paragraph, manufacturing shall nean the
process of working raw materials into wares suitable for use or which
gives new shapes, new quality or new conbinations to matter which



already has gone through some artificial process by the use of
machinery, tools, appliances and other sj.milar eguipment."

D. That processing may be def ined as an operat ion whereby raw mater ial  is

subjected to some special  t reatment,  by art i f ic ial  or natural  neans, which

transforms or al ters i ts form, state or condit ion. See, e.9.,  Linwood Stone

Products Co. v.  Ftate Dep't .  of  Revenue, 175 N.W.2d 393, 395, (Supreme Court of

Iowa,  1970) ,  34  Words  and Phrases  251.

E. That McKinney's Statutes sect ion 230 provides "[ t ]he words and phrases

used in a statute should be given the neaning intended by the lawmakers."

Furthermore, that McKinneyrs Statutes sect ion 94 provides:

"The legislative intent is to be ascertained fron the words and
language used, and the statutory language is generally construed
according to its aatural and most obvious sense, without resorting to
an art i f ic ial  or forced construct ion.r t

F. That as then-Governor Rockefeller stated in a memorandum acconpanying

his approval of the bill containing the investment tax credit at issue herein:

"(1) I t  wi l l  encourage the modernizat ion of ant iquated product ion
f.acilities, and nake New York a more attractive location for manu-
faEE[iEiEl.." (emphasis added) (1969 McKinney's Session Laws 6TEw
YorEatp .2s76) .

G. That petitioner Quantrur is not engaged in the production of goods by

manufactur ing, processing, etc. ,  within the meaning and intent of  those terms

as found in sect ion 210(12) (b) of  the Tax Law, and thus pet. i t ioner may not be

allowed an investment tax credit under that section of the Tax Law. See

Fi rs t  Data  Corp .  v .  S ta te  Tax  Commiss ion ,  Mass . ,  357 N.E.2d  933,  (1976) .
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H. That the pet i t ion of Quantum Computer Services, Inc. is hereby denied

and the Not ice of Def ic iency dated'June 22, 7977 is sustained.

DATED: Albany, New York STATE TN( C0MMISSION

sEP 0 I 1983 a.d.taic!*}u Chr^
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RequesTad Appeels Euroau Unit Date of Request

Rc'orn 1fr7 - illdg. #9.
State Carnp*s
Albony, lsew Yorli 12227 ?/er/rs

rA-36 (e176)
. . a

FEQUEST FOR BETTER ADDRESS

Please f lnd urost recent address of taxpayer descr ibed below; return to person named above.

Soc ia Securi ty Number Date  o f  Pe t i t i on

ec - q
'? 

/tt

Resutts of search by Fi les

Sta te  o f New York - Department of Taxation and Finance
Tax Appeals Bureau

/aaat

$\r lhf,

P//Y'l t //+z-t/- a6/.Az/*

a d d r e s s :

|  |  Same as above, no better address

Sect lon Date of Search

PERI'{ANENT RECORD

FOR INSERTIoN IN TAxPAYER'S FoLDER



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY, NEW YORK 12227

Septenber 9, 1983

Quantum Computer Services, Inc.
64 University Place
l,lew York, NY 10003

Gentlenen:

Please take notice of the Decision of the State Tax Connission enclosed
herewith.

You have now exhausted your right of review at the adurinistrative leveI.
Pursuant to section(s) 1090 of the Tp4 Law, any proceeding in court t0 review
an adverse decision by the State Tbx Comission can ouly be instituted under
Article 78 of the Civil Practice Law and Rules, and must be comenced io the
Supreme Court of the State of l{ew York, Albany County, withln 4 months from the
date of this notice.

Inquirles concerning the computation of tax due or refund allowed in accordance
with this decision may be addressed to:

NYS Dept. Taxation aad Finance
Law Bureau - liligation Unit
Buildidg #9 State Campus
Albany, New York 12227
Phone /i (518) 457-2070

Very truly yours,

STATE TN( CO}IMISSION

Petit,ioner I s Representative
Jon f,manuel
Emanuel & Emanuel
170 Broadway
New York, NY 10038
Taxing Bureaur s Repfesentative



STATE OF NEW YORK

STATE TN( COMUISSION

In the Matter of the Petition

o f

QUANTUI"I C0MPUTER SERVICES, INC.

for Redetermination of a Deficiency or for
Refund of Corporation Franchise Tax under
Art ic le 9-A of the Tax Law for the Fiscal Year
Ended June 30 , 1975.

DECISION

the production of goods by nanufacturing,

bought for use in such productioo may

set  fo r th  in  sec t ion  210(12) (b)  o f  the

Peti t ioner,  Quantum Computer Services, Inc.,  64 Universi ty Place, New

York, New York 10003, f i led a pet i t ion for redeterminat ion of a def ic iency or

for refund of corporation franchise tax under Article 9-A of the Tax f,aw for

the f iscal  year ended June 30, 1975 (Fi1e No. 20382).

A formal hearing was held before Melvin S. Barasch, Hearing Off icer,  at

the offices of the State Tax Commission, Two World Trade Center, New York, New

York, on June 18, 1979 at 1:30 P.M. Pet i t ioner appeared by i ts President,

Paul E. McArdle. The Audit Division appeared by Peter Crotty, Esq. (Aliza

Schwadron,  Esq. ,  o f  counse l ) .

ISSUE

Idhether

process  ing ,

qualify for

Tax Law.

petitioner is engaged in

etc. ,  so that nachinery i t

the investment tax credit

FINDINGS OF FACT

1. 0n December 11, 1975, petit ioner, Quantum Computer Services, Inc.

(Quantum), filed a New York State Corporation Franchise Tax Report Article 9-A

(Form CT-3) for the period July 1, \974 through June 30, 1975. This Report

included a claim for an investment tax credit in the amount of $314.00.
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2. The Audit Division issued petitioner a Statement of Audit Adjusturent

on Novenb er 72, 1976, denying the above claim for investment tax credit and

reading in pert inent part :

"The i tems (sic) on which you claimed a credit  do not qual i fy as
you are not engaged in the production of goods by manufacturing
them. tt

Following this Statement of Audit Adjustment was a Notice of Deficiency, issued

to pet i t ioner on June 22, 1977.

3. Quantum is a New York corporation doing business aL 64 University

Place, New York, New York, and report ing taxes based on a f iscaL year ending on

June 30.

4. Quantum is in the business of providing pr inted statements, ledgers,

invoices, payrol l  checks, etc. ,  pr imari ly for customers involved in the off ice

temporary services and hone care (visiting nurses) industries. Quantum provides

computer services for customers who do not have their own computer equipment.

5. Quantumts nethod of operat ion is to receive data, such as t ime cards

and other payrol l  information, f ron i ts customers. This data is introduced

into Quantumrs computers by the use of "kelpunch" machines and ttreadingt'

machines. Employees using the "ke5punch" machines encode data on cards or

magnetic tapes, and the "reading'r machines feed the data encoded on these cards

and tapes into the computers. The computers then organize, manipulate and

compile this information into the form needed by the customer and cause this

organized information to be printed out by a printing machine.

6. Quantum bases its claim for investment tax credit on the purchase of

a "ke5punch" machine for use in its business. This machine, known technically

as an " interpreter data recorder ' ! ,  was purchased by pet i t ioner on November 11,



- 3 -

1974 at a cost of  $15r7L6.00, and assertedly has a useful  l i fe ( for depreciat ion

purposes)  o f  ten  (10)  years .

7. Pet i t ioner contends i ts business is to process, ref ine, manufacture

and assemble i ts customerst raw data into a f in ished product,  to wit ,  a payrol l

check or other printed statement. Petitioner asserts that the ttkelpunchrr

machine plays an integral role in its business, inasmuch as the data could not

be introduced into the computers without the "ke54punch" nachine. Petitioner

does not provide a "ke1ryunch" service separately to its customers, but rather

uses the "kelryuncht' machines as a step toward entering custonersf data into the

computers.

8. The Audit  Divis ion contends, by contrast,  that pet i t ioner provides

service of compiling or organizing and printing data, but is not engaged in

production of a manufactured product.

CONCIUSIONS Or, LAI'I

A. That section 209 of the Tax Law imposes a franchise tax on donestic

and foreign corporat ions, with certain except ions, based on ". . . the pr iv i lege

of exercising i ts franchise or doing business in this state in a corporate or

organ ized capac i ty .  . . t r .

B. That sect ion 210(12)(b) of the Tax Law pertains to the franchise tax

imposed by sect ion 209 (above),  and in pert inent part  provides: " Ia]  credit

shal l  be al lowed.. .with respect to tangible personal property and other tangible

property. . .pr incipal ly used by the taxpayer in the product ion of goods by

qanufac tur ing ,  p rocess ing ,  assenb l ing ,  re f in ingr . . . "  (emphas is  added) .

C.  That  sec t ion  210(12) (b)  o f  the  Tax  Law a lso  prov ides :

'rFor purposes of this paragraph, manufacturing shall mean the
process of working ravJ materials into wares suitable for use or which
gives new shapes, new quality or nelr combinations to matter which

a

the
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already has gone through some art i f ic ial  process by the use of
machinery, tools, appliances and other similar equipment."

D. That processing may be defined as an operation whereby raw material is

subjected to some special  t reatment,  by art i f ic ial  or natural  means, which

transforns or al ters i ts form, state or condit ion. See, e.g.,  Linwood Stor le

Products Co. v. .  State Deptt .  of  Revenue, 175 N.W.2d 393, 395, (Suprene Court  of

Iowa,  1970) ,  34  Words  and Phrases  261.

E. That McKinney's Statutes sect ion 230 provides "[ t ]he words and phrases

used in a statute should be given the meaning intended by the lawnakers."

Furthermore, that McKinney's Statutes sect ion 94 provides:

trThe legislative intent is to be ascertained from the words and
language used, and the statutory language is generally construed
according to its natural and most obvious sense, without resorting to
an art i f ic ial  or forced construct ion. ' r

F. That as then-Governor Rockefeller stated in a memorandum accompanying

his approval of the bill containing the investment tax credit at issue herein:

"(1) I t  wi l l  encourage the nodernizat ion of ant iquated product ion
facilities, and make New York a more attractive location for manu-
Iacturers.. ."  (emphasis added) (7969 McKinney's Session laws off iw
\ / o r E a t p . 2 5 7 6 ) .

G. That petitioner Quanturn is oot engaged in the production of goods by

manufactur ing, processing, etc. ,  within the meaning and intent of  those terns

as found in sect ion 210(12)(b) of the Tax Law, and thus pet i t ioner nay not be

allowed an investment tax credit under that section of the Tax Law. See

f i rs t  Data  Co{p .  v .  S ta te  Tax  Commiss ion ,  Mass . ,  357 N.E.2d  933,  (1976) .



H.

and the

DATED:

-5 -

That the petit.ion of Quantum Computer Services, Inc. is hereby denied

Notice of Def ic iency dated June 22, L977 is sustained.

Albany, New York STATE TAX COMIIISSI0N

sEP 0 e 1983


